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' The Current Situation In Iowa 
Outlook for U.S. Corn and Soybeans 
in 1996 
(Will iam H. Meyers, 5151294-1184) 
(Damell B. Smith, 5151294-1184) 
(Steven L. Elmore, 515/294-6175) 
The outlook for U.S. com and soybeans in the coming 
crop year, although optimistic, is filled with many 
uncertainties. The weather and operating conclitions 
under the new Farm Bill are two of many factors that 
will influence U.S. crop supply. This year's high 
market prices and low beginning s tock situation will 
influence p lanted area in the United States, and will 
affect the dynamics of next year's markets. 
The United States Departme'nl of Agriculture (USDA) 
is projecting that if this is an average year, corn planted 
area will be above 80 million acres for the fi rst lime 
sir\ce tbe.1985/86 crop year, a year before the Conser-
vation Reserve Program (CRP) was established; but 
will fall short of the record 84.6 million com acres 
planted ln the. l976/77 crpp year. The reason for the 
projected increase in acres rests not only in new Farm 
Bill planting flexibility, but also on the high relative 
returns of corn over other crops vying for the same 
production area. 
1f a bad weather situation occurs during p lanting 
season, a like.ly estimate of corn acres planted is 76 
million, which is 5 million acres fewer than the area 
under the current FAPRibaseline scenario (see t.he 
Baseline article in this issue). But this is still about l3 
percent higher than the planted area last year, prima-
rily due to last year's 7.5 percent ARP and th is year's 
higher market returns, as well as planting flexibilit)' 
under the new Farm Bill. 
Harvested area under normal weather would be 74.4 
million acres, the highest since the record o[ 75.2 
million acres in the 1985/86 crop year, and would 
produce a trend yield of 126 bushels per acre. Very 
favorable weather during the growing season would 
bring harvested area up to 7 4. 7 million acres and y ield 
to 140 bushels per acre. Bad weather during the 
growing season coup led with bad weather during 
planting could bring harvested area down to 68.5 
million acres with a yield of llO bushels per acre. 
These Hgures imply that a likely 1996 range for U.S. 
corn production would be 7,535 milli.on bushels with a 
small crop. 9,375 miUion bushels with an average 
crop. and 10,455 million b ushels with a large crop 
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(Table 1). t he s ma ll and large figures are realistic 
extremes. but the actual realized p roduction should be 
nearer to the average. 
The 3 mULion bushel potential swing in com produc-
tion has s ign ificant implications !'or corn use and 
market prices, especially given the current market 
cond itio ns. Table l shows altem ative p rod uclion, use, 
and pr ice scenarios, based on Lhe p revio us calcula-
tions. G iven today's market p rices, the pr ice figu res 
may seem low, but note tha t these are average fa rm 
level prices over the crop marketing year. 
Table 1: U. S. corn outlook for crop year 1996/97 
under small, average, and large crop situations 
1995/96 1996/97 
Small Average Large 
Area (Million Acres) 
Planted 71.2 76.0 81.0 81.0 
Harvested 65.0 68.5 74.4 74.7 
(Bushels per Acre) 
Yield U3.5 110.0 126.0 140.0 
(Million Bushels) 
Supply 8,947 7,872 9 ,702 10,777 
Production 7 ,374 7,535 9 ,375 10,455 
Use 8,630 7 ,850 8 ,940 9 ,500 
Ending Stocks 317 22 762 1,277 
(Dollars per Bushel) 
Farm Price 3.20 3.46 2.90 2.64 
The average of the range of farm prices USDA projects 
for corn is $2.90 per bus heL T hat is down from the 
expectecll995/96 marketing year average of $3.20 per 
bushel. Given the highet: production, use will not 
increase at the same rate, and some stock building 
would occur. Under a small crop scenar io, an add i-
tional degree of " rationing'' wou ld have to take place, 
as U.S. srockholdings of corn. for all p ractical pur-
poses, would have been depleted. With higher corn 
and feed costs, feed use would decline and Livestock 
production would, w some extem, be curtai led . 
Curremly some livestock producers have corn that was 
contracted a t last s ummer's low prices. After these 
contracts are used, new purchases of grain would be at 
h igher rates, especially under a small crop scenario. 
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The same general statements about rationing of feed 
also apply to industrial uses of com, which would 
decline more in a second year of high prices. If, 
however, a large crop scenario occurred, prices could 
fa ll LO an estimated marketing year average of $2.64 
per bushel. Total use would increase, mainly due to an 
increase in feeding and expons. 
As with corn, the current soybean siruation is one of 
low stocks and high prices. Farm price next year 
could average from $6.19 per bushel for a large crop, 
ro $6.60 per bushel for an average crop, to $8.06 per 
bushel for a small crop. The estimated price spread for 
beans is $1.80 per bushel as opposed to $0.82 per 
bushel for corn. 
Due to the better relative pri.ces of corn, soybean 
planted area is not expected Lo increase greaLiy this 
year from the 1995/96 total. The soybean/com price 
ratio h as averaged 2.43 over the last rive years. This 
year the ratio is 2.13, and for next year, an average 
soybean and corn crop would resnlt in a ratio of ,2.28. 
If, however, adverse weather should hamper planting, 
total area p lanted could fall to 60.lmillion acres. 
Harvested area would also be impaw~d by the weather 
conditions and could range from 57.3 to 62.5 million 
acres; yield could range from 33 to 40 bushels per 
acre, resulting in a production range from 1 ,891 to 
2,503 million bushels (Table 2). 
Table 2: U. S. soybean outlook for crop year 1996/ 
97 under small, average, and large crop situations 
Area 
Planted 
Harvested 
Yield 
Supply 
Production 
Use 
Ending Stocks 
Farm Price 
1995/96 
62.6 
61.6 
34.9 
2.492 
2,152 
2.302 
190 
6.80 
1996/97 
Small Average 
(Million Acres) 
60.1 63.0 
57.3 62.3 
(Bushels per Acre) 
33.0 37.0 
(Million l3ushels) 
2.086 2,531 
1,891 2,336 
2,080 2.300 
6 23J 
(Dollars per Bushel) 
8.06 6.60 
Large 
63.0 
62.5 
40.0 
2.698 
2,503 
? 3T 
-· J 
323 
6.19 
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Iowa Cash Receipts 
Crops 
Livestock 
Total 
January and February 
1996 1995 1994 
(Million Dollars) 
1,146 1,018 667 
995 943 963 
2,141 1,961 1,630 
Average Farm Prices 
Received By Iowa Farmers 
May April 
1996 1996 
($/BHshe/ ) 
Corn 4.00 3.67 
Soybeans 7.45 7.23 
Oats 2.34 2.29 
Cb!Ton) 
Alfa lfa 92.00 91.00 
All Hay 90.00 87.00 
($/Cwt.) 
Steers & Heifers 60.30 59.80 
Feeder Calves 50.30 50.50 
Cows 31.80 29.50 
Banows & Gilts 61.40 51.40 
Sows 46.00 38.50 
Sheep 22.90 29.20 
Lambs 86.40 87.00 
($/Lb.) 
Turkeys 0.47 0.46 
($/Dozen) 
Eggs 0.47 0.54 
($/Cwt.) 
All Milk 13.70 13.40 
World Stocks-to-Use Ratios 
Corn 
Soybeans 
W heaL 
Crop Year 
1996/97 1995/96 
May 
Projection 
11.8 
* 
20.3 
May 
Estimate 
(Percent) 
10.5 
17.6 
18.4 
May 
1995 
2.33 
5.49 
1.51 
87.00 
83.00 
63.50 
73 .00 
37.70 
38.10 
29.60 
26.40 
80.40 
0.39 
0.30 
12.30 
1994/95 
17.2 
14.2 
21.4 
,. USDA does 1101 release projections of the 11ew crop 
world soybean supply and use until july. 
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Use of soybeans would, of course, also be impacted by 
production and price swings, with exports and 
crushings being affected the most under small and 
large crops. Ending stocks would increa!'ie in the large 
crop scenario, but remain low under the small crop 
scenario. While h may not seem feasible to have 
stocks so low for two years in a row, essemially 
depleted, some users would find it difficult to find 
substitutes for soybeans d ue to the low stocks of other 
commodities. 
In summary, tables l and 2 present possible ranges for 
U.S. corn and soybean production and farm prices for 
the coming marketing yeac lf bad weather occurs, 
either during the p lan Ling or g•:owing seasons, prices 
may rise to even higher levels than they are at th is 
year. However, if excellent growing conditions octLir, 
prices. naturally. will fall. These scenarios are not the 
best and worst possible outcomes, but the calculations 
presented here provide a reasonable range across 
possible outcomes. 
Summary of the 1996 Farm Bill: The 
Federal Agriculture Improvement and 
Reform (FAIR) Act of 1996 
(cou£ir1ued from page 1) 
stream is a decli ning nscal allocation over the seven-
year duraLion of the FAIR Act (figure 1). 
Figure 1: Total U.S. Production 
Flexibi lity Contract Payments 
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Fiscal Year 
•corn OOats O Wheat • sorghum 
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The proportion that is allocated to each crop is held 
constant over the period (Figure 2). 
Figure 2: Individual Crop's Share 
of PFC Allocation 
Oats 0.15% 
Wheat 26.26% 
--1 Barley 2.16% 
Rice 8.47% 
Upland Cotton 11.63% 
Sorghum 5.11% 
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These payments would be allocated among farmers by 
making payment on 85 percent of a calculated base 
acreage rimes program yields. Estimated contract 
paymems per uniL of Output are shown in Table l. 
Assumptions were made .on eligible contracting acres, 
so per unit payments would vary from these estimates 
according to actual crop base acres enrolled. 
Table 1: Estimated contract payments by crop for 
the duration of the FAIR Act of 1996 
Crop Year PaymentS* 
96/97 97/98 98!99 99/00 00/01 01102 02/03 
(Ceurs per Bushel) 
Corn 26.54 50.88 39.72 38.32 35.06 28.23 27.39 
Wheat 91.36 65.0 I 68.83 66.49 60.88 49.0 1 -+ 7.56 
Sorghum 32.1 3 53.27 44.06 42.40 38.74 31.19 30.27 
Barle}' 3420 28.15 29.06 27.90 25.42 20.46 19.86 
Oa1s 4.1.9 3.98 4.19 4.05 3.71 2.98 2.89 
(Do//(1 rs per H unc/mhveig/1/) 
Co lton 9.29 7.64 8.13 7.85 7.19 5.78 5.61 
Rice 2.79 2.75 2.95 2.85 2.62 2.12 2.06 
• Estimated by FAPRI 
It may appear odd that payments per bushel are so 
erratic during the firsL two years. The reason is that 
adjustments are made in the llrst two years for the 
remaining 1994/95 deficiency pa)rments and for the 
payback of 1995/96 advanced deficiency payments. 
Tn the case of com, roughly $2.5 billion is allocated to 
paymenLS for the 1996/97 and 1997/98 crops. l<eep in 
mind that one objective of the new payment system 
was to make budget expenditures more predictable. 
Thus, remaining deficiency pa)' ments of about $800 
million for the 1994/95 crop are subtracted from the 
budget allocation in 1996, reducing the contract 
payment by about $0.12/bushel. The opposite hap-
pens in 1997. The payback of advanced deficiency 
payments adds about $900 million to the budget pool 
for 1997/98, so the comract paymen t can increase by 
about $0.14/bushel. Without these adjustments, 
estimated contract payments would stay between $0.40 
and $0.3 7 during the first four years. 
A II loans are marketing loans. T he loan rate levels 
would cominue to be calculated by the current 
formula (85 percent of the fi ve-year "Olympic" 
average) . but would be capped at the current rates. 
Wheat and feed-grain loan rates could still be reduced 
based on stock-ro-use triggers as in current law, but the 
seldom-used discretionary reduction for "market 
competitiveness" has been eliminated. The maximum 
corn loan rate would be $1.89/bushel. while wheat 
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